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SUBJECT: PRESS COMMUNIQUE - MEETING OF INTER-GOVERNMENTAL 
GROUP ON INDONESIA - AMSTERDAM, MAY 22-23, 1978 

1 . FOLLOWING IS THE TEXT OF THE PRESS COMMUNIQUE ISSUED AT 
THE CLOSE OF THE MEETING OF THE INTER-GOVERNMENTAL GROUP ON 
INDONESIA MAY 23. 

2. QUOTE ON 22 AND 23 MAY 1978 THE INTER-GOVERNMENTAL GROUP 
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ON INDONESIA CONVENED IN AMSTERDAM TO CONSIDER THE RECENT 
PERFORMANCE OE THE INDONESIAN ECONOMY, TO EXAMINE THE DEVELOP- 
MENT PROSPECTS AND TO DISCUSS INDONESIA'S EXTERNAL EINANCING 
REQUIREMENTS EOR THE FISCAL YEAR 1978/79. 

3. QUOTE THIS TWENTY-FIRST MEETING OF THE GROUP WAS 
ATTENDED BY DELEGATIONS OE AUSTRALIA, AUSTRIA, BELGIUM, 
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CANADA, FRANCE, THE FEDERAL REPUBLIC OE GERMANY, INDO- 
NESIA, ITALY, JAPAN, THE NETHERLANDS, NEW ZEALAND, SWITZER- 
LAND, THE UNITED KINGDOM AND THE UNITED STATES OF AMERICA. 
REPRESENTATIVES OF THE INTERNATIONAL MONETARY FUND, THE 
WORLD BANK, THE ASIAN DEVELOPMENT BANK AND THE UNITED 
NATIONS DEVELOPMENT PROGRAMME PARTICIPATED IN THE DIS- 
CUSSIONS. OBSERVERS FROM THE ORGANIZATION FOR ECONOMIC 
COOPERATION AND DEVELOPMENT, THE EUROPEAN ECONOMIC COM- 
MUNITY, THE UNITED NATIONS CHILDREN'S FUND, DENMARK AND 
SPAIN - THE LAST MENTIONED EOR THE FIRST TIME - ALSO 
ATTENDED. 

4. QUOTE THE DELEGATION OF THE REPUBLIC OF INDONESIA REPORTED 
ON MAJOR DEVELOPMENTS IN THE INDONESIAN ECONOMY SINCE THE 
LAST MEETING OF THE GROUP IN APRIL 1977. DESPITE THE 
DISAPPOINTING DEVELOPMENTS IN THE WORLD ECONOMY, THE 
INDONESIAN ECONOMY HAD GROWN AT A SATISFACTORY RATE OF ABOUT 
SEVEN PERCENT IN THE PAST YEAR. A BUOYANT BALANCE OF PAY- 
MENTS CONTRIBUTED TO THIS PERFORMANCE. BOTH OIL AND NON- 
OIL EXPORTS INCREASED. SAVINGS IN EOREIGN EXCHANGE 
EXPENDITURE AWERE ACHIEVED THROUGH THE FURTHER DEVELOPMENT 
OF IMPORT SUBSTITUTING INDUSTRIES, DOMESTIC INVESTMENT 
CONTINUED TO BE HIGH, AND INFLATION WAS FURTHER REDUCED FROM 
12 PERCENT IN 1976/77 TO ABOUT 10 PERCENT IN 1977/78. 

HOWEVER, A SIZABLE PORTION OF INCREASED EXPORT EARNINGS 
AND FOREIGN EXCHANGE SAVINGS WAS USED TO IMPORT CON- 
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SIDERABLE QUANTITIES OF RICE NEEDED TOMEET THE SHORT- 
AGE IN PRODUCTION CUASED BY PEST INFESTATION AND UNFAVOR- 
ABLE WEATHER CONDITIONS. 

5. QUOTE THE INDONESIAN DELEGATION REPORTED ON A NUMBER OF 
MEASURES IMPLEMENTED IN ORDER TO IMPROVE THE INDONESIAN 
INVESTMENT CLIMATE AND TO STIMULATE EXPORT ACTIVITIES, 

TO REDUCE PRODUCTION COSTS AND ENCOURAGE LABOR INTEN- 
SIVE ACTIVITIES. 

6. QUOTE THE INDONESIAN DELEGATION OBSRVED THAT THE EXPERIENCE 
OF THE PAST YEARS HAD CLEARLY BEEN CONSISTENT WITA THE 
TRIPLE OBJECTIVES OF INDONESIA'S DEVELOPMENT STRATEGY OF 
EQUITY, GROWTH AND STABILITY. THE FURTHERANCE OF THESE 
OBJECTIVES WOULD REQUIRE IMPLEMENTATION OF A COMPREHENSIVE 
EMPLOYMENT POLICY, A NATIONAL FOOD POLICY AND RAPID IM- 
PROVEMENT AND EXPANSION OF SOCIAL SERVICES, DIRECTED 
ESPECIALLY TOWARDS THE LOWER INCOME GROUPS IN SOCIETY. IN 
ADDITION IT WOULD REQUIRE A STEPPED UP DOMESTIC SAVINGS 
EEFORT. 

7. QUOTE THE REPRESENTATIVES OF THE WORLD BANK AND THE IMF 
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COMMENTED FAVORABLY ON INDONESIA'S RECENT PROGRESS, HOWEVER, 
ATTENTION WAS DRAWN TO THE EXPECTATION THAT OIL REVENUES 
WILL NOT INCREASE SIGNIEICANTLY IN THE NEXT EEW YEARS 
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AND TO THE IMPLICATIONS OF THIS FOR PUBLIC REVENUE COL- 
LECTION. BOTH ORGANIZATIONS ALSO EXPRESSED CONCERN ABOUT 
THE RECENT UNSATISFACTORY LEVEL OE EOOD PRODUCTION AND THE 
CONSEQUENT NEED EOR LARGE SCALE RICE IMPORTS. IT WAS 
EMPHASIZED THAT WITH THE GROWTH OF INCOME AND POPULATION 
IN THE EARLY EIGHTIES INDONESIA'S AVAILABLE DEVELOPMENT 
RESOURCES COULD BE HEAVILY PRE-EMPTED BY FOOD IMPORTS, UN- 
LESS THE GROWTH OF FOOD PRODUCTION IMPROVED SIGNIFICANTLY. 

8. QUOTE WITH REGARD TO EMPLOYMENT AND INCOME DISTRIBU- 
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TION THE REPRESENTATIVE OE THE WORLD BANK NOTED THAT RECENT 
DEVELOPMENTS GAVE CASUE EOR BOTH SATISFACTION AND CONCERN; 
SATISEACTION THAT EMPLOYMENT APPEARED TO HAVE GROWN AT 
LEAST AS FAST AS THE LABOR FORCE IN THE EIRST HALF OF THE 
PRESENT DECADE, CONCERN THAT, DESPITE HEAVY INVESTMENTS IN 
INDUSTRY AND URBAN ACTIVITIES, THERE HAD BEEN A RELATIVELY 
SMALL NUMBER OF JOBS ADDED IN THE INDUSTRIAL SECTOR. THE 
GROWTH OE EMPLOYMENT OPPORTUNITIES IN AGRICULTURE WILL BE 
SERIOUSLY LIMITED IN EUTURE AND THEREFORE THE BULK OF NEW 
EMPLOYMENT WILL HAVE TO BE IN INDUSTRY AND OTHER NON-AGRI- 
CULTUAL SECTORS. IT WAS A CAUSE FOR CONCERN THAT PRIVATE 
INDUSTRIAL INVESTMENT HAD BEEN SLOW TO RESPOND TO OPPOR- 
TUNITIES. IN THIS RESPECT IT WAS ENCOURAGING THAT STEPS HAD 
ALREADY BEEN TAKEN TO STREAMLINE PROCEDURES EFFECTIVE 
PRIVATE INDUSTRY. 

9. QUOTE THE WORLD BANK NOTED THAT ONE OF THE MOST 
ENCOURAGING DEVELOPMENTS WAS THE SIGNIFICANT DECLINE IN 
POPULATION GROWTH AND EERTILITY IN INDONESIA IN THE PER- 
IOD 1971-1976. THE FAMILY PLANNING PROGRAM HAD SUC- 
CEEDED IN REDUCING THE OVERALL POPULATION GROWTH RATE 
TO BELOW TWO PERCENT. 

10. QUOTE THE GROUP ENDORSED IN GENERAL THE ANALYSIS 
MADE BY THE BANK AND THE EUND AND CONCLUDED THAT THE PRO- 
GRESS MADE BY THE CONOMY CONTINUED TO BE SATISFACTORY 
AND THAT FURTHER DEVELOPMENT WOULD REQUIRE INTENSIFIED 
EFFORTS. IT WAS NOTED THAT INDONESIA'S PERFORMANCE IN 
RESOURCE MOBILIZATION HAD BEEN ONE OF THE MOST CREDITABLE 
AMONG DEVELOPING COUNTRIES. NEVERTHELESS, WITH THE 
RAPID INCREASE IN THE DOMESTIC CONSUMPTION OF OIL, THE 
DECLINING RATE OF INCREASE IN OIL PRODUCTION AND THE 
CONSEQUENT UNCERTAIN PROSPECTS FOR OIL REVENUES, THE 
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RELATIVE CONTRIBUTION OF OIL EXPORTS TO DOMESTIC INVEST- 
IBLE RESOURCES WAS LIKELY TO DECLINE. A BROADENING OF THE 
BASE OF DOMESTIC RESOURCE MOBILIZATION WOULD THEREFORE BE 
REQUIRED IN ORDER TO MAINTAIN THE MOMENTUM OF DEVELOPMENT. 

11. QUOTE THE GROUP DISCUSSED THE DEVELOPMENT PROGRAM AND 
POLICIES OF THE INDONESIAN GOVERNMENT FOR 1978/79, THE LAST 
YEAR OF THE SECOND DEVELOPMENT PLAN. IN THIS RESPECT THE 
GROUP LEARNED THAT FOR THIS YEAR INDONESIA WOULD CON- 
CENTRATE ON MAJOR EFFORTS TO INCREASE FOOD PRODUCTION. 
THERE WERE INDICATIONS THAT THE YIELDS OF THE PRESENT 
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HARVEST WOULD BE BETTER THAN IN THE PAST THREE YEARS. 

THE DEVELOPMENT OBJECTIVES TO BE PURSUED WOULD CON- 
TINUE TO BE EQUITY, GROWTH AND STABILITY. THE GROUP 
ENDORSED THE INDONESIAN GOVERNMENT'S OBJECTIVE THAT ALL 
LAYERS OF SOCIETY SHOULD PARTICIPATE IN THE DEVELOPMENT 
PROCESS, AND THAT THE BENEFITS OF GROWTH SHOULD BE 
FAIRLY DISTRIBUTED. THE GROUP EMPHASIZED THE NEED TO 
EXPAND AGRICULTURAL PRODUCTION, PARTICULARLY OF FOOD- 
STUFFS AND THE NEED TO LAY INCREASED EMPHASIS ON FOOD 
CROPS OTHER THAN RICE. 

1 . QUOTE THE VITAL ROLE PLAYED BY PRIVATE INVESTMENT - 
BOTH DOMESTIC AND FOEIGN - IN MEETING CAPITAL REUIRE- 
MENTS FOR DEVELOPMENT WAS RECOGNIZED. THE GROUP NOTED 
WITH SATISFACTION THE INDONESIAN GOVERNMENT'S INTENTION TO 
CONTINUE ENCOURAGING THE EXPANSION OF PRIVATE SECTOR 
ACTIVITIES. THE GROUP WELCOMED THE MEASURES TAKEN BY 
THE GOVERNMENT TO FOSTER THE DEVELOPMENT OF LABOR INTEN- 
SIVE ACTIVITIES, IN PARTICULAR THE DEVELOPMENT OF SMALL 
AND MEDIUM SCALE RURAL INDUSTRIES. THIS WOULD CREAT 
EMPLOYMENT OPPORTUNITIES, ASSIST IN REDUCING INCOME DIS- 
PARITIES BETWEEN RURAL AND URBAN AREAS AND CONTRIBUTE TO 
THE EXPANSION OF EXPORTS. 
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13. QUOTE THE GROUP NOTED THAT NET RESOURCE TRANSFERS 
FROM ABROAD HAD DECLINED IN RECENT YEARS, PARTLY AS THE 
RESULT OF INCREASED DEBT SERVICE. THE GROUP WELCOMED THE 
INTENTION OF THE INDONESIAN AUTHORITIES TO KEEP BORROW- 
ING ON COMMERCIAL TERMS WITHIN PRUDENT LIMITS. IN THSI 
REGARD THE GROUP NOTED WITH SATIFACTION THAT THE GOVERN- 
MENT HAD SUCCESSFULY REPLACED ON MORE FAVORABLE TERMS A 
LARGE PART OF THE 1975 SYNDICATED CASH LOANS. THE GROUP 
ALSO ENDORSED THE WORLD BANK'S RECOMMENDATION THAT IGGI 
MEMBERS SHOULD PROVIDE OFFICIAL DEVELOPMENT ASSISTANCE 
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ON THE SOFTEST POSSIBLE TERMS. 

14. QUOTE THE GROUP AGREED THAT FOR 1978/79 A LEVEL OF 
$2.5 BILLION OF EXTERNAL FINANCING COMMITMENTS SEEMED 
APPROPRIATE. OF THIS AMOUNT $1.75 BILLION SHOULD BE ON 
CONCESSIONAL AND SEMI-CONCESSIONAL TERMS, INCLUDING SOME 
CONTRIBUTIONS FROM NON-IGGI MEMBERS. INDICATIONS WERE 
GIVEN THAT NEW COMMITMENTS FOR 1978/79 WOULD BE IN THE 
VICINITY OF THE TARGET RECOMMENDED BY THE WORLD BANK. 

15. QUOTE THE GROUP EXPRESSED ITS SINCERE APPRECIATION 

FOR THE EXCELLENT ARRANGEMENTS PROVIDED BY THE GOVERNMENT 
OF THE NETHERLANDS AND DECIDED TO MEET AGAIN EARLY IN 
1979. UNQUOTE. 

BROWN 
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